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TO THE SHAREHOLDERS 


We are thankful that your Company has concluded another profitable year 
of continuing growth. Our second century is maintaining its promise of steady 
progress. 


In order to ensure its continuance, any business must produce a profit. 
Profit not only assures the shareholders of a company’s viability, but also en- 
genders confidence in the insured that policy commitments will be honoured. 


Two distinct areas of emphasis co-exist in our industry — underwriting and 
investments. Together they provide the funds for our varied needs: setting 
rates, meeting the increases in claim costs due to inflation, growth, expanding 
coverages, higher limits, equity for the protection of the insured and, of no less 
importance, encouragement for shareholders. 


The year 1973 gave rise to adversities in our underwriting and investment _ 
departments. The industry generally has been beset by an unusually high © 


claims experience, and it is a recognized fact that business— particularly the 
insurance community—has been impaired by depressed and uncertain market 
conditions. Your Company has not escaped the effects of these conditions. 
Whilst the final results in this report are acceptable, our planned profit was 
not achieved. 


During the year both Net Premiums Written and Net Earned Premiums in- 
creased by 34.4% over the experience of last year. All classes of underwriting 
shared this increase. On the other hand, however, Incurred Claims increased 
our loss ratio from 55.2% to 62.1%; nevertheless, a reduction in the overall 
expense ratio from 33.8% to 32.3% was achieved. The investment portfolio 
continues to increase, this year generating funds in excess of 1.1 million dollars. 
Colloquially speaking, there was ‘the good news and the bad”. 


It was our pleasure to have Mr. Robert H. Cowan, of Cambridge, Ontario, 
appointed a Director in May, filling a vacancy on the Board. 


We enter another year of increased activity pressured on the one hand by a 


continually escalating rate of inflation, and on the other by the unrealistic 
clamour of people with little knowledge of the problems of this industry— 
conditions aggravated by bureaucratic statemongers. Unfortunately there 
appears to be no lessening of carelessness, dishonesty and vandalism. The 
claims engendered by these offences contribute to rate increases beyond the 
control of the insurers, whether private or public. Much could be accomplished 
in the control of rate increases if the insured public would understand that, 
by carrying reasonable deductibles in their policies, disproportionately high 
inflationary costs of adjusting and processing settlements on small claims 
could be eliminated. 


We reach out into this new year pledged to provide the best of services and 
anticipating that the future will bring an improved underwriting operation. 
To our staff, agents and all associated with us we extend our sincere apprecia- 


tion for another record year. 


President 


BALANCE SHEET AS AT DECEMBER 31,1973 


1973 Tee Waa = 
ASSETS 
(GES ov Ses 8S Acre ee RY ali a CaN Rie Se es a ny ae, Ratietitan Sip $ 367,345 | $ 131,360 
Marketable securities at market value (Cost: 1973 
CMU YAMolagotor! 5 aM S A ARhN We alo \O ENV irre eer sarees Ata ey at 15,763,768 14,019,638 
Mortgage loans on real estate ...................... 112,485 136,896 
Interest and dividends due. or accrued ............... 216,917 184,244 
Investment in real estate at cost less depreciation ...... 221,518 _ 
Agents’ balances written on or after October1......... 2,531,500 2,145,154 
EB) wettr OmUsreinsuneEs sxcsere sacra ee aa tack Cees oe 356,970 180,843 
Other receivables and prepaid expenses.............. 1,002,848 272,138 
irustfund tor claims of reinsurers). - 55040 467,430 460,493 
Furniture and equipment less depreciation............ 113,893 63,486 
$21,154,674 | $17,594,252 
LIABILITIES 
Glaimsiin.courseolsett ements ae seen ee eee $ 6,385,562 | $ 4,709,451 
WneanmMed-premiums.t eee ei Meee ts he eee eee 7,741,787 5,795,582 
Guarantee bond special provision................... 533,978 464,708 
Reinsurers  dOpOsitsm rt Maes er eee yee ee 467,430 460,493 
Other liabilities and accrued charges .............../ 603,677 688,260 
Mortgaees payables. 11 i. re wee We eas ee nee a 43,470 = 
Income taxespayabletr. cashes cu oS oe tal eae ean ene 61,631 50,352 
SHAREHOLDERS’ EQUITY ARBSE OSS | LE GEES 
Capital stock 
Authorized 200,000 shares at $5 
Issued. L38 sid Ob tes neice Melee or ares oe Presa ea git ee Re ee 668,600 668,600 
SUED LUS Pama Gr mia s coke emia ant yo ete Canon en rN 4,648,539 4,756,806 
5,317,139 5,425,406 
ON BEHALF OF THE BOARD: $17,594,252 


$21,154,674 


Director LEE : 
Director ( S UA@ Mefanctainn 
AUDITORS’ REPORT 
To The Shareholders of i 


The Guarantee Company of North America 


We have examined the balance sheet of The Guarantee Company of North America as at 
December 31, 1973 and the statement of income and surplus for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of ac- 
counting records and other supporting evidence as we considered necessary in the cir- 
cumstances. 


In our opinion these financial statements present fairly the financial position of the com- 
pany as at December 31, 1973 and the results of its operations for the year then ended, in ac- 
cordance with accounting practices prescribed or permitted by the Department of Insurance 
of Canada as explained in Note 1 to the financial statements, applied on a basis consistent 


_ with that of the preceding year. 


February 7, 1974. RIDDELL, STEAD &CO. 


Chartered Accountants 


STATEMENT OF INCOME AND SURPLUS 


1973 1972 
GROSS PREMIUMS AN RIGID BIN iret re eraco een Seer ee $16,829,014 | $13,766,244 
NEW PREMDTUMS: WIRDTEIREN Sree a ese ee ee 15,258,451 11,351,508 
Net: premiums earned 7 )/2ses war a Wie ee 13,312,246 9,904,953 
Glaimsiand adjusting;costs= 4. tea ers rae eee 8,264,500 5,466,330 
GROSS UNDERWRITING PROP =e. eee ee 5,047,746 4,438,623 
Expenses: 
Provincial premium taxes and licenses ............... 348,966 271,730 
SOLHEr EXPE Ses meer iene wee ie eta nee ee ee 4,554,529 3,541,330 
NDepreciation ontequipmMent.1 4-924. Ae eo eee 24,000 15,872 
4,927,495 3,828,932 
UNDERWRITING PROFIT......................... 120,251 609,691 
Inveshnentincome neti aieecrer ro ee 1,042,487 847,466 
ProtitonunvestmentsiSOlGe- ser earn i eae rae nea 69,231 103,239 
Increase in special guarantee bondreserve............. (69,270) (95,338) 
Decrease in over-90-day agents’ accounts............... 17,178 3,636 
INCOME BEFORE INCOME TAXES ................. 1,179,877 1,468,694 
INCOME:taXCS eee eee eee Oa ee ee aoe 114,015 52,000 
NERINCOME forthe yeans- = cats se ee ae 1,065,862 1,416,694 
EARNED SURPLGS Januaryel Storia eee oe eee eae 5,397,293 3,989,438 
Litigation settlement tees toa at ee ee re eee — (8,839) 
PARNED SURPEMS-Decemberigistenmeciasch cnn ae 6,463,155 5,397,293 
Unrealized loss on marketable securities ............. 1,814,616 640,487 
SURPLUS DEGEMBER 31St (Note 2). 2 anes ee $ 4,648,539 | $ 4,756,806 


NOTES TO FINANCIAL STATEMENTS 


1. BASIS OF PRESENTATION 

The accompanying financial statements have been prepared on the basis of following 
the principal requirements of the Department of Insurance of Canada for reporting in an- 
nual statements filed with them. These requirements differ in some respects to generally 
accepted accounting principles followed by other t types of business enterprises. The prin- 
cipal difterencesnolmde:) wt .t <tr os trea eee ee Ae reales 
(a) The carrying value of securities is adjusted to market values at each year end and the 
difference is credited or charged to earned surplus; — 
(b) The income tax charge against operations is determined using the taxes payable method. 


2. DEFERRED INCOME TAXES é 
The accumulated amount of deferred income taxes resulting from the claiming for tax 
purposes of provisions for unearned premiums in excess of amounts recorded in the ac- 
counts is approximately $987,000 (1972 — $754,000). : 
Accumulated deferred tax charge that can be applied in future years against tax on 
capital gains is approximately $463,000 (1972 —$163,000). 


